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Abstract:

This study examined Corporate Governance (CG) impact on earnings management (EM) practices in Saudi
Stock Market. To achieve the study aims, the study problem was formulated and summarized to address the
following research questions: Do the companies listed in the Saudi Stock Market practice EM practices; Is there
a statistical relationship between CG with its main four main variables (Board size, Board independence, Board
meetings, and CEO duality) and EM practices.

The study sample size consisted of 128 services and manufacturing companies. Data was collected from
companies’ reports available on the Saudi Stock Market website. The collected data has been analyzed
(quantitatively) through the statistical program (EVIEWS) using appropriate tests and statistical treatments such
as descriptive statistics, linear and multiple regression in order to reach results that support the subject of the
research. The results showed that %91 of the Saudi company's practices earnings management, the results
showed a negative relationship between companies’ Board size and EM, and positive relationships between
Board independence, Board meetings, and EM. However, there is no statistical relationship between CEO duality
and EM, the study recommended in order to decrease the EM’s levels, and increase the CG levels, more control,
more developments should be worked on, and new policies and regulations should be developed by the decision-
makers makers in the country.
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NBM CEO IDD BS AD
1524.852 100.5214 24.72524 665.6655 344820.8 Jurque- Bera
0.0000 0.0000 0.0000 0.0000 0.0000 Probability
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Dependent Variable: DA

Variable Coefficient Std. Error t-Statistic Prob.
C 0.073830 0.063584 1.161135 0.2461
BS -0.045767 0.010495 -0.4360849 0.0000
IDD 0.035585 0.014805 2.403528 0.0165
CEO 0.128404 0.036510 3.516970 0.0005
NBM 0.017642 0.007963 2.215400 0.0271
R?=0.04, Adj.R?=0.04, DW=1.71, F=7.51, Prob.=0.000
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Series: Residuals
Sample 1 773
O bservations 600

Mean -1.05e16
Median -0.026809
Maximum 4 . 366962
Minimum -5.822171
Std. Dev. 0.43449C
Skewness -4.333453
Kurtosis 126. 7266

Jargue-Bera 384584 .€
Probability O.00000C

P e Gbew (Algall alual) ugiall of Las)
Gsluw (T-statistic) ad of I s (5) Jsos o Al culss (T-test) LLasl alasiud & Loyall 138 ¢y Ggiaill
o Uit ) Ljhall dunjdll (aby axal dagll o3 iy «(p-value=1.0000) ddlaayl dedl ofs -1.05e-15
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Hypothesis Testing for RESID
Test of Hypothesis: Mean = 0.000000

Sample Mean = -1.05e-16
Sample Std. Dev. = 0.434490

Probability Value Method
1.0000 -5.92E-15 t-statistic

(Ol Gailad) Uadd) agas Culs bl dayd s

At of S e (6) s (b ) il Uadll sgan ol Guilas Jayd e il (White) [las) aladiad &
o=l Al dpaall ducajill Jsid aey ellyg (P-value = 0.3124) Jlisb (Obs *R-squared= 2.86127) als Loy
Lt sson cpls puilas Lo
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Heteroskedasticity Test: White
0.2911 Prob. F(13,586) 1.730627 F-statistic
0.3124 Prob. Chi-Square(13) 2.86127 Obs*R-squared
0.1712 Prob. Chi-Square(13) 3.141 Scaled explained SS
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Wl Lganngs 5 I (DW) dad e (Ko all z3gaill Uasl agna 3 313 b)) A0 S5m0 pie (e (o)
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RO

A LI LA il g 1(7) pd) s

Breusch-Godfrey Serial Correlation LM Test:

0.1245 Prob. F(2,593) 1.83423 F-statistic
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